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Letter from the administrator 

The Bonneville Power Administration invites you to participate in the 2016 combined Integrated 
Program Review (IPR) and Capital Investment Review (CIR), which begins June 16. Your input will 
inform our spending levels for the next rate period covering fiscal years 2018 and 2019.  

4ÈÉÓ ÙÅÁÒȟ ×ÅȭÒÅ ÄÏÉÎÇ ÔÈÉÎÇÓ Á ÌÉÔÔÌÅ ÄÉÆÆÅÒÅÎÔly. We have consolidated IPR and CIR into a single 
process, providing the significant benefit of centralized decision-making for capital and expense 
spending levels. Many of you asked for this change, and I believe the holistic approach will help us 
achieve our long-term objectives of maintaining financial strength and cost competitiveness, which 
were at the forefront of our recent Focus 2028 discussions.  

The themes of Focus 2028 have informed the capital and expense program funding proposals 
outlined in this document, and we will clearly demonstrate the difficult trade-offs we are making to 
keep rates as low as possible, consistent with sound business principles. These trade-offs were 
informed by a long-term rate trajectory and balanced against near-term impacts on our ability to 
deliver on our mission. Further, as we continue to examine our cost structure, we will highlight cost 
categories where flexibility over the long term exists and focus on those areas where we have the 
greatest ability to bend the cost curve downward. As well, we will continue to provide context and 
engage in dialogue about the areas of our business where we have less flexibility, due to regulatory 
requirements, statutory obligations and other externalities.  

In addition, we will discuss ÔÈÅ ÄÅÖÅÌÏÐÍÅÎÔ ÏÆ "0!ȭÓ ÌÏÎÇ-term strategic objectives. We are 
incorporating your thoughtful input  from the Focus 2028 process ÉÎÔÏ "0!ȭÓ +ÅÙ 3ÔÒÁÔÅÇÉÃ 
Initiat ives, which support our five agency priorities. These initiatives  are critical for us to achieve 
our long-term objectives and ensure we provide efficient and operationally excellent service for 
generations to come. Therefore, we have prioritized funding fo r these initiatives, which you will 
read more about in this publication.  

We believe the proposed spending levels strike the right balance between ÍÅÅÔÉÎÇ ÏÕÒ ÃÕÓÔÏÍÅÒÓȭ 
ÁÎÄ ÓÔÁËÅÈÏÌÄÅÒÓȭ ÎÅÁÒ-term needs while keeping an eye toward long-term competitiveness and 
affordability.  This is your opportunity to review and share your perspectives on our proposed 
spending levels, and help set the stage for fiscal year 2018 and 2019 rate development. 

About IPR/CIR  
In this combined IPR/CIR process, from June 16 through August 12, wÅȭÌÌ ÅØÁÍÉÎÅ "0!ȭÓ ÌÏÎÇ-term 
capital forecasts and near-term program spending levels for the next rate period. Topics will 
include transmission, federal hydro, facilities, information technology, and fish and wildlife.  

*ÏÉÎ ÕÓ ÆÏÒ ÔÈÅ *ÕÎÅ ρφ ËÉÃËÏÆÆ ÍÅÅÔÉÎÇ ÉÎ "0!ȭÓ 2ÁÔÅÓ (ÅÁÒÉÎÇ 2ÏÏÍ at 9 a.m. This meeting will 
initiate an eight-week public comment period on our proposed spending levels. The current 
schedule is enclosed. More information, including meeting details and presentation materials, will 
be posted on "0!ȭÓ ×ÅÂÓÉÔÅ as it becomes available. 

If you have questions about the combined IPR/CIR process, call Mary Hawken at 503-230-3421, or 
contact your power, transmission, tribal or constituent account executive. 

I look forward to working with you as we continue to shape our future together.  

Sincerely,  

 

https://www.bpa.gov/Finance/FinancialPublicProcesses/IPR/Pages/IPR-2016.aspx
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1. INTRODUCTION 

The Integrated Program Review and Capital Investment Review occur every two years, before each 

ÒÁÔÅ ÃÁÓÅȟ ÇÉÖÉÎÇ ÐÁÒÔÉÃÉÐÁÎÔÓ ÔÈÅ ÏÐÐÏÒÔÕÎÉÔÙ ÔÏ ÒÅÖÉÅ× ÁÎÄ ÃÏÍÍÅÎÔ ÏÎ "0!ȭÓ ÐÒÏÐÏÓÅÄ ÐÒÏÇÒÁÍ 

spending levels, draft asset strategies and proposed capital spending levels. BPA has consolidated 

IPR and CIR into a single process, providing all relevant expense and capital spending level 

estimates in the same forum. The final spending levels will serve as a foundation for developing 

Power and Transmission rates for the next rate period, fiscal years 2018 and 2019.  

For the past several rate cases, BPA has made difficult decisions to raise rates in response to a 

number of variables, including escalating capital investment requirements and low natural gas prices. 

Understandably, customers and stakeholders have expressed the need for greater rate certainty 

and predictability, as well as visibility into 

"0!ȭÓ long-term financial picture.  

To that end, in FY 2015 BPA renewed its 

approach to strategy development and 

adopted multi-year Key Strategic Initiatives. 

These KSIs are designed to help us achieve 

long-term priorities, which BPA further refined 

this year. This strategic framework clarifies 

"0!ȭÓ ÌÏÎÇ-term direction and guides our 

funding proposals.  

Further, in 2015 BPA developed a way to 

project our financial health and rates through 

2030, given a set of program costs, investment 

levels and market inputs through what we 

ÒÅÆÅÒ ÔÏ ÁÓ Á ȰÒÅÆÅÒÅÎÃÅ ÃÁÓÅ.ȱ The reference 

case serves as a baseline against which to test 

alternate scenarios and financial policies and 

strategies. This new analytic capability 

informed our proposed capital spending levels for fiscal years 2018 and 2019.  

The reference case was a centerpiece of Focus 2028, a forum BPA launched in late 2015 for the 

region to come to a shared understanding of our financial structure and the types of strategic 

choices we may face given the changing industry landscape. With our long-term Regional Dialogue 

power contracts expiring in 2028 and rapid West-wide transmission and market changes, "0!ȭÓ 

objective is to remain the power and transmission service provider of choice, by assuring we 

maintain financial strength and cost-competitiveness while continuing to meet our multiple 

statutory responsibilities and delivering the public benefits that are so valuable to the region.  

IPR/CIR Commitments 

 Show customers and constituents the ¶

trade-offs made between programs ɂ the 
funding requests on the margin. 

 All FTE requests will need to be justified.  ¶

 We will use cost targets based on analysis ¶

of both short-term and long-term rate 
levels, financial health and 
competitiveness. 

 We will differentiate firm versus flexible ¶

ÅÌÅÍÅÎÔÓ ÏÆ "0!ȭÓ ÃÏÓÔ ÓÔÒÕÃÔÕÒÅȢ 

 We will better integrate capital and ¶

expense program funding proposals, 
emphasizing debt repayment and O&M 
impacts of capital investment proposals. 
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The themes of long-term cost 

competitiveness and financial strength, 

which were at the forefront of Focus 

2028, informed our development of the 

proposed IPR/CIR spending levels 

outlined in this document. Organizations 

considered the relationship between 

capital investments and expenses as well 

as revenues to optimize spending level 

proposals. Power Services used a lifecycle 

cost-minimization analysis for hydro 

system assets to demonstrate that a 

$300 million capital program, compared 

to the current $200 million program, could 

unlock significant long-term benefits, 

such as increased power production, with 

minimal near-term rate impacts and slightly lower future rates.  

We also constrained cost increases by prioritiz ing funding for our Key Strategic Initiatives ɀ the 

work we believe will provide the greatest strategic impact and help position BPA to meet its long-

term objectives ɀ and deferring or eliminating lower priority projects. Transmission prioritized 

projects that could provide greater long-term savings to ratepayers if completed in the near-term. 

Environment, Fish and Wildlife used aggressive cost management and re-prioritization rather than 

new funding to address emerging mitigation issues.  

The proposed spending levels also reflect a collaborative emphasis on operational excellence with 

our federal partners, including working with the Corps of Engineers and Bureau of Reclamation to 

prioritize and contain operations and maintenance costs. In addition, we are scrutinizing staffing 

levels within BPA, ensuring resources are dedicated to our highest-priority efforts.  

BPA believes these proposed spending levels will  ÍÅÅÔ ÏÕÒ ÃÕÓÔÏÍÅÒÓȭ ÁÎÄ ÓÔÁËÅÈÏÌÄÅÒÓȭ ÎÅÁÒ-term 

needs while ensuring we continue to serve the Northwest as a pillar of economic and 

environmental vitality for generations to come. More detailed information on spending levels and 

programs can be found in the IPR/CIR Details document. 

  

Focus 2028: Next Steps 

 
Through Focus 2028, we gained valuable insights 

into the issues and opportunities that are important 

to our customers and stakeholders. The themes 

of long-term financial health, cost management 

and operational excellence guided our decision-

making for near-term spending levels. The actions 

BPA is proposing to fund through FY 2019 reflect 

the initial steps BPA is taking to build a path to 

2028. BPA expects to share an updated strategic 

plan later this year, outlining our long-term 

strategy for sustaining BPAôs regional value and 

financial health.  
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Strategic Direction and Priorities 

BPA achieves its mission through a strategic framework that is anchored by a set of agency 

priorities.  These are ongoing, long-term outcomes BPA pursues across all dimensions of its 

business. During Focus 2028, our customers and stakeholders supported such priorities as regional 

interests that ×ÉÌÌ ÓÕÐÐÏÒÔ "0!ȭÓ ÌÏÎÇ-term health and vitality. "0!ȭÓ ÓÔÒÁÔÅÇÉÃ ÐÒÉÏÒÉÔÉÅÓ and 

associated outcomes are as follows: 

Our People. We provide a safe, positive and inclusive work environment that attracts and retains a 
diverse, highly skilled workforce with a deeply embedded commitment to delivering regional value and 
customer service.  

Physical Assets. We execute sustainable and affordable investment strategies to maintain and modernize 
clean and renewable power and transmission system infrastructure.  

Sustainable Finances & Rates. We ensure long-term financial strength by balancing reliability, low rates, 
cost-effective access to capital, responsible cost management and our other public purpose objectives.  

Reliable, Efficient & Flexible Operations.  We reliably operate the power and transmission assets and 
other business operations through highly efficient and effective systems and processes. We enhance our 
flexibility and interoperability to adapt to changes in supply mix and market design. 

The Natural Environment.  We protect the environment, fish and wildlife with a focus on good science, 
fiscal efficiency and on-the-ground results.  

1.1 Key Strategic 
Initiatives   

Our Key Strategic Initiatives 

support and define how we 

will achieve our priorities. 

They are transformational, 

multi -year initiatives that are 

updated annually and 

implemented in a phased, 

programmatic approach.  

BPA has estimated the 

spending levels needed to 

execute the work that is 

planned for the next rate 

period. To the extent possible, 

these spending estimates are 

met through redeployment of 

existing resources and 

included as part of proposed 

spending levels. What could 

"0!ȭÓ &9 φτυϋ +ÅÙ 3ÔÒÁÔÅÇÉÃ )ÎÉÔÉÁÔÉÖÅÓ ÓÕÐÐÏÒÔ ÔÈÅ ÁÇÅÎÃÙȭÓ ÌÏÎÇ-
term priorities.  

Priorities Key Strategic Initiatives 
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not be met through redeployment was added 

to the proposed spending levels. 

We describe our KSIs by expressing the 

end state BPA will achieve from the initiative. 

BPA will further define the KSI end states 

listed below, as well as corresponding metrics 

for them.  

Our KSIs are: 

Safety and Occupational Health 

"0!ȭÓ ÅÎÇÁÇÅÄ ÅÍÐÌÏÙÅÅÓ ÁÎÄ ÃÏÎÔÒÁÃÔÏÒÓ ÁÒÅ 

empowered to recognize job hazards and 

address safety and occupational health issues. 

Safety and occupational health are integrated 

into all aspects of work with a goal of zero 

injuries.  

Workforce  

BPA has a diverse workforce of the right size 

and composition, with the right skills and 

competencies, working in a positive work 

environment to deliver on its public 

responsibilities and strategic priorities.  

Asset Management 

Investments are created, selected and 

executed through leading practice-based 

portfolio and project management practices. 

Long-Term Financial and Rates 

BPA delivers cost-based power and transmission services priced to fully subscribe FCRPS power 

among Northwest public preference customers, while balancing the goals of low rates, reliable 

operations, sustainable and affordable investment strategies and long-term financial health, while 

meeting its public purpose objectives and statutory obligations as a federal power marketer and 

open-access transmission provider. 

Commercial Operations  

BPA is fully enabled with the core functionality required to successfully participate in the 

management of a regional modernized electrical grid.  

 

 

KSIs aligned for maximum efficiency 
 

Focus 2028 highlighted the importance of 

BPAôs ability to execute critical business 

transformations. As we started to develop our 

FY 2017 KSIs, we recognized a need to build 

centralized, coordinated governance to 

implement complex, interrelated initiatives. 

BPA will strengthen its enterprise program 

management function and establish routine, 

repeatable practices for executing on 

prioritized business transformation efforts 

and Key Strategic Initiatives.  

This new program management structure 

will lead the implementation of four KSIs: 

Long-Term Financial and Rates, Asset 

Management; Business Information Systems 

and Commercial Operations. Together, these 

efforts seek to overhaul the foundational 

processes, capabilities and systems that 

underpin BPAôs corporate and commercial 

functions.  

The work will be coordinated, prioritized 

and sequenced to maximize efficiencies and 

ensure effective execution. 
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Business Information Systems 

"0!ȭÓ business information systems optimize the value and reliability of agency decisions and 

enhance the accountability, integrity, insights and value of supported activities for our stakeholders 

and the region.  

Fish and Wildlife  

BPA meets its Endangered Species Act, Northwest Power Act, and tribal responsibilities using a 

performance-based approach, including setting and achieving performance metrics to fully address 

its obligations through a combination of hydro, habitat, hatchery and predator-management actions. 
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2. DIFFICULT CHOICES 

 

Spending pool managers scrutinized program and staffing levels to keep costs low and minimize 

rate impacts. The following examples represent the types of trade-offs managers considered and 

ultimately chose to include in proposed spending levels.  

Power 
 Reducing O&M spending below existing long range plans through collaboration with generation ¶

partners (Corps of Engineers, Bureau of Reclamation and Energy Northwest) 

 Constraining staffing costs below originally submitted requests ¶

 Holding the Energy Efficiency program to its BP-16 level, in spite of increased program ¶

demands and energy efficiency incentive expenses.  

Fish and Wildlife  
 Using aggressive cost management and re-prioritization rather than new funding to address ¶

emerging mitigation issues 

 Planning for asset management for BPA-funded hatcheries and tributary fish screens without ¶

increasing budgets from 2009 projections 

 Holding fish and wildlife budgets flat across 2018 and 2019 ¶

Transmission  

 Delaying and prioritiz ing needed investments in maintaining transmission infrastructure, ¶

including incurring maintenance backlog and deferring equipment replacements 

 Slowing progress of internal Transmission Strategic Portfolio initiatives ¶

 Reducing Transmission Load Service phase II support  ¶

 Delaying fiber inventory project  ¶

 Not fill ing or assuming longer lag times to fill  mission critical vacancies and/or eliminating ¶

supplemental labor positions  

Agency Services 

 Deferring Maintenance Headquarters Renewal & Standardization programs, Ross Complex ¶

Replacement projects, and Hazmat Abatement & Demolition  

 Re-prioritiz ing capital expenditures and extending the timeline for capital project completion to ¶

15 years. 

 Limit ing budgets despite potential impacts to Personnel and Information Security and ¶

Continuity of Operations  
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3. SPENDING LEVEL DEVELOPMENT  

3.1 Expense  

To set baseline spending levels, organizations received guidance not to exceed actual FY 2015 

spending levels. Organizations identified and prioritized the work they expect to accomplish in FY 

2017-2019, including ÉÍÐÌÅÍÅÎÔÉÎÇ "0!ȭÓ +3)Ó. Spending requests in excess of the baseline were 

subject to further scrutiny and justification in one of four main budget pool categories: Power, 

Transmission, Chief Administrative Officer and Corporate (in this document, CAO and Corporate are 

combined into Agency Services). 

Organizations determined full -time equivalent (FTE) employee levels based on agency needs and 

priorities. Existing FTE allocations served as initial guidance, but organizations made strategic 

choices about staffing rather than automatically budgeting to historic FTE levels. This approach is 

consistent with budgeting improvements identified in Focus 2028. Groups who proposed FTE 

increases were asked to evaluate scaling back or eliminating other projects to offset the costs. 

Managers and executives faced difficult trade -offs when deciding how to incorporate KSI costs and 

were tasked with  developing plans to redeploy employees in some circumstances. The CAO 

reprogrammed resources across functions to fund the Safety KSI without exceeding BP-16 spending 

levels for those organizations. 

Pool managers considered all requests for additional funds to determine which increases to include 

in the IPR proposed spending. The pool managers then raised those requests to an IPR executive 

sponsor team and the administrator  to provide additional centralized oversight and controls over 

proposed spending levels. This method ensured additional funding above FY 2015 actual spending 

went to the highest priority programs.  

3.2 Capital  

BPA has been ramping up capital investment to replace and upgrade an aging system, to integrate 

new generating resources, to relieve system constraints, and meet fish and wildlife commitments. 

The impact of capital spending on power and transmission rates and long-term cost structure are 

key criteria in the prioritiz ation of capital investment. BPA also evaluates the total economic costs of 

capital investments, which ÉÎÃÌÕÄÅ ÎÏÔ ÏÎÌÙ "0!ȭÓ ÃÏÓÔÓ ÔÏ ÅØÐÁÎÄȟ ÒÅÐÌÁÃÅ ÁÎÄ ÍÁÉÎÔÁÉÎ ÁÓÓÅÔÓȟ ÂÕÔ 

also the costs that customers and others may bear should the assets fail to perform, including outages.  

)Î ÔÈÅ ςπρτ #)2ȟ "0! ÉÎÔÒÏÄÕÃÅÄ ÔÈÅ ÃÏÎÃÅÐÔ ÏÆ Á ÃÁÐÉÔÁÌ ȰÁÆÆÏÒÄÁÂÉÌÉÔÙ ÃÁÐȢȱ At that time, the capital 

spending cap was set at $940 million per year over a 10-year period. While that cap considered rate 

impacts, it was primarily predicated on access-to-capital factors. In the 2014 CIR closeout letter, 

BPA said it  would revisit the cap before the next CIR to place more emphasis on rate impacts.  

BPA has since developed a new modeling capability and reference case, which informed the initial 

capital spending levels outlined below. Using the fall 2015 reference case as a baseline, BPA 

evaluated various scenarios, looking at the long-term outcomes of capital spending levels. In some 

cases, BPA is proposing capital levels that are higher than what was proposed in 2014, even 


